

























GHFOLQH LV PDVNHG E\ JRYHUQPHQW H[SHQGLWXUHV WKDW KHOS WR PDLQWDLQ
HPSOR\PHQW LQ GHSUHVVHG DUHDV %XW WKLV LV RQO\ D WHPSRUDU\ VROXWLRQ $V





























%ULWLVK DFDGHPLF HVWDEOLVKPHQW JXDUDQWHHG KLP DQ LQIOXHQFH DQG








0\ OHFWXUH WRGD\ LV DERXW XQHPSOR\PHQW .DOHFNL EHOLHYHG WKDW
XQHPSOR\PHQWLQDGYDQFHGFDSLWDOLVWHFRQRPLHVVXFKDVRXUVFDQ














FRRSHUDWLRQEHFDPHZLGHVSUHDGLQ1RUWKHUQ (XURSH IROORZLQJ WKH




HPSOR\HUV DQG WKH ILQDQFLDO VHFWRU ZRXOG WXUQ DJDLQVW IXOO
HPSOR\PHQWSROLFLHV7KLVZDVDQH[WUDRUGLQDU\SUHGLFWLRQRIWKHWXUQ
WRZDUGV PRQHWDULVP WKURXJKRXW WKH 2(&' GXULQJ WKH V





ZLOO UHVXOW LI GHPDQG LQFUHDVHV VR PXFK WKDW D JHQHUDO VFDUFLW\ RI
SURGXFWLYH FDSDFLW\ HPHUJHV
￿ 7R DYRLG LQIODWLRQ WKH JRYHUQPHQW
PXVW EH FDUHIXO QRW WR SXVK GHILFLW VSHQGLQJ EH\RQG WKH PDUN
LQGLFDWHGE\IXOOXWLOLVDWLRQRIHTXLSPHQW.DOHFNLDOVRDUJXHVWKDWWKH
HODVWLFLW\RIVXEVWLWXWLRQEHWZHHQFDSLWDODQGODERXULVORZZLWKWKH



















H[DPLQH RWKHU VWUXFWXUDO REVWDFOHV WR IXOO HPSOR\PHQW ZKLFK ZHUH
QHYHU WR P\ NQRZOHGJH FRQVLGHUHG LQ GHSWK E\.DOHFNL +H ZDV
DZDUHRIWKHVHRWKHUREVWDFOHVEXWKHOHIWWKHWDVNRIDQDO\VLQJWKHPWR
KLV DFDGHPLF FROOHDJXHV )RU H[DPSOH LQ ³7KUHH :D\V WR )XOO
(PSOR\PHQW´KHH[SOLFLWO\UHIHUVWRWKHHVVD\VE\.XUW0DQGHOEDXP







2YHU WKH SDVW IHZ GHFDGHV WKH %ULWLVK HFRQRP\ KDV XQGHUJRQH D
QXPEHU RI PDMRU VWUXFWXUDO VKLIWV 7KHVH KDYH KDG VHYHUH UHJLRQDO
FRQVHTXHQFHVZKLFKDUHQRWUHIOHFWHGLQWKHRIILFLDOXQHPSOR\PHQW










DJULFXOWXUH KDYH EHHQ IDOOLQJ ,Q TXDQWLWDWLYH WHUPV WKH GHFOLQH RI
PDQXIDFWXULQJLVWKHPRVWLPSRUWDQWDOWKRXJKFHUWDLQSDUWLFXODUDUHDV
KDYHVXIIHUHGIURPDVHULRXVORVVRIPLQLQJDQGDJULFXOWXUDOMREV7KH
WHUP µGHLQGXVWULDOLVDWLRQ¶ LV RIWHQ XVHG WR GHQRWH D GHFOLQH LQ WKH
VKDUH RI PDQXIDFWXULQJ LQ WRWDO HPSOR\PHQW $OO 2(&' FRXQWULHV
KDYHGHLQGXVWULDOLVHGWRVRPHH[WHQWRYHUWKHSDVWWKLUW\\HDUVEXW
WKH SURFHVV KDV EHHQ PRUH H[WUHPH LQ %ULWDLQ WKDQ HOVHZKHUH
0RUHRYHUWKHUHODWLYHGHFOLQHLQ%ULWLVKPDQXIDFWXULQJKDVRFFXUUHG
DJDLQVWDEDFNJURXQGRIVWDWLRQDU\WRWDOHPSOR\PHQW7KXVWKHIDOOLQJ
VKDUH RI PDQXIDFWXULQJ KDV EHHQ PDWFKHG E\ D KXJH IDOO LQ WKH
DEVROXWHQXPEHUVHPSOR\HGLQWKLVVHFWRU7KLVLVLQVWDUNFRQWUDVWWR
WKH8QLWHG6WDWHVZKHUHWRWDOHPSOR\PHQWKDVJURZQUDSLGO\VRWKDW
WKH DEVROXWH QXPEHUV HPSOR\HG LQ PDQXIDFWXULQJ KDYH UHPDLQHG










7KXV %ULWDLQ KDV H[SHULHQFHG D FRPELQDWLRQ RI LQDGHTXDWH RYHUDOO




KDYH EHHQ FDWDVWURSKLF IRU PDQ\ XUEDQ DUHDV 7KH\ DOVR KDYH DQ
LPSRUWDQW 1RUWK6RXWK GLPHQVLRQ :KDW LV ORRVHO\ NQRZQ DV WKH





RWKHU IDFWRUV DUH DOVR DW ZRUN 6RPH \HDUV DJR WRJHWKHU ZLWK D
FROOHDJXH WKH ODWH -RKQ :HOOV , ZURWH D ERRN LQ ZKLFK ZH
GLVWLQJXLVKHG EHWZHHQ YDULRXV W\SHV RI GHLQGXVWULDOLVDWLRQ
￿ ,Q WKH






PRGHVW DPRXQW RI WUDQVLWLRQDO XQHPSOR\PHQW DV PDQXIDFWXULQJ
ZRUNHUVPRYHWRQHZMREVLQWKHVHUYLFHVHFWRU7KH%ULWLVKFDVHLV
GHILQLWHO\ QRW DQ H[DPSOH RI SRVLWLYH GHLQGXVWULDOLVDWLRQ 7KH











YDULHV PDUNHGO\ EHWZHHQ FRXQWULHV ZLWK -DSDQ DW RQH HQG RI WKH
VSHFWUXPDQG%ULWDLQDWWKHRWKHU,IWKH2(&'HFRQRPLHVKDGJURZQ
VXIILFLHQWO\ IDVW RYHU WKH SDVW WKLUW\ \HDUV WR PDLQWDLQ IXOO
HPSOR\PHQWDQGWKHVKDUHRIPDQXIDFWXULQJLQWRWDOHPSOR\PHQWKDG
UHPDLQHG DW LWV SHDN OHYHO WKHUH ZRXOG QRZ EH DSSUR[LPDWHO\ 
PLOOLRQPRUHSHRSOHHPSOR\HGLQWKLVVHFWRUWKDQLVDFWXDOO\WKHFDVH
7RJHWKHUZLWKP\FROOHDJXH5DPDQD5DPDVZDP\DWWKH,0),KDYH





HPSOR\PHQW ,W DFFRXQWV IRU D QHW ORVV RI PD\EH  PLOOLRQ
PDQXIDFWXULQJ MREV LQ WKH 2(&' VLQFH  ZKLFK DOWKRXJK D
VLJQLILFDQWQXPEHULVRQO\DILIWKRIWKHWRWDOGHFOLQH,VD\QHWORVVRI
MREV EHFDXVH WKH ULVH LQ PDQXIDFWXULQJ WUDGH ZLWK GHYHORSLQJ
FRXQWULHVKDVRFFXUUHGLQERWKGLUHFWLRQVDQGMREVKDYHEHHQJDLQHGDV
ZHOODVORVWDVDUHVXOW,QGHHGLQYROXPHWHUPVWKHPDQXIDFWXULQJ
WUDGH VXUSOXV RI WKH 2(&' ZLWK GHYHORSLQJ FRXQWULHV KDV DFWXDOO\
LQFUHDVHG RYHU WKH SHULRG +RZHYHU WKLV GLVJXLVHV DQ LPSRUWDQW
DV\PPHWU\:DJHVLQGHYHORSLQJFRXQWULHVDUHPXFKORZHUWKDQLQ
DGYDQFHG HFRQRPLHV VR WKDW PDQXIDFWXUHG LPSRUWV IURP WKHVH
FRXQWULHVFRQWDLQDPXFKJUHDWHUDPRXQWRIODERXUWKDQLVFRQWDLQHGLQ








LV QRW WKH PDLQ IDFWRU EHKLQG WKH GHFOLQH LQ PDQXIDFWXULQJ
HPSOR\PHQW0RUHLPSRUWDQWDUHGHPDQGDQGSURGXFWLYLW\WUHQGV,W
KDVEHHQVXJJHVWHGE\&ROLQ&ODUNDPRQJVWRWKHUVWKDWWKHLQFRPH
HODVWLFLW\ RI GHPDQG IRU PDQXIDFWXUHV IDOOV LQ WKH FRXUVH RI
GHYHORSPHQWZLWKWKHUHVXOWWKDWLQDGYDQFHGHFRQRPLHVWKHUHLVD
VKLIW LQ GHPDQG DZD\ IURP PDQXIDFWXUHV WRZDUGV VHUYLFHV 7KH






JLYHQ OHYHO RI RXWSXW KLJKHU ODERXU SURGXFWLYLW\ PHDQV OHVV
HPSOR\PHQW 2Q WKH RWKHU KDQG UDSLG SURGXFWLYLW\ JURZWK PDNHV




VZLWFKLQJ HIIHFWV DUH VXEVWDQWLDO EXW QRW VXIILFLHQW WR RIIVHW WKH




RWKHU IDFWRUV VXFK DV WKH VORZGRZQ LQ LQYHVWPHQW LQ DGYDQFHG
HFRQRPLHVDQGWUDGHEHWZHHQVXFKHFRQRPLHV+RZHYHU,VKDOOQRW
GLVFXVVWKHVHKHUH/HWXVLQVWHDGH[DPLQHVRPHRIWKHPDLQWUHQGVLQ




WKLV FKDUW FRQFHUQV RXWSXW 'HVSLWH VRPH VORZGRZQ DIWHU WKH
FOLPDFWHULF LQ  PDQXIDFWXULQJ RXWSXW KDV FRQWLQXHG WR JURZ
VWURQJO\ ,QGHHG VLQFH WKH PLGV PDQXIDFWXULQJ DQG VHUYLFHV
KDYHHQMR\HGDQDOPRVWLGHQWLFDOJURZWKLQRXWSXW,WLVFOHDUO\QRWWKH






&KDUW  VKRZV ZKDW KDV KDSSHQHG WR %ULWLVK PDQXIDFWXULQJ VLQFH
,WLVRIWHQVDLGWKDWWKH7KDWFKHUJRYHUQPHQWSUHVLGHGRYHUD




JURZWK KDV EHHQ VORZHU LQ WKH SDVW IHZ \HDUV DQG LW VHHPV WKDW
SURGXFWLYLW\LVQRZEDFNRQWKHSUHWUHQG7RWKHH[WHQWWKDW
WKHUHZDVDSURGXFWLYLW\UHYROXWLRQXQGHU7KDWFKHUWKLVVHHPVWREH
PRUH RI D UHWXUQ WR D SUHYLRXV WUHQG UDWKHU WKDQ D SHUPDQHQW
DFFHOHUDWLRQ LQ WKH XQGHUO\LQJ JURZWK UDWH 0RUHRYHU HYHQ WKLV








SURGXFWLYLW\ JURZWK GXULQJ WKH 7KDWFKHU SHULRG LV D UDWKHU PRGHVW
RQFH DQG IRU DOO HIIHFW FHUWDLQO\ QRW HQRXJK WR EH FRQVLGHUHG D
UHYROXWLRQ
&KDUWFRPSDUHV%ULWLVKH[SHULHQFHZLWKWKDWRIRWKHUFRXQWULHV7KH




8. IURP RWKHU FRXQWULHV LV WKH RXWSXW SHUIRUPDQFH RI WKLV VHFWRU
6LQFH2(&'PDQXIDFWXULQJRXWSXWKDVULVHQE\SHUFHQWD
\HDURQDYHUDJH,QWKH(8WKHUDWHKDVEHHQORZHUDWDURXQG
SHUFHQW D \HDU UHIOHFWLQJ LQ SDUW WKH GHIODWLRQDU\ ELDV RI WKH
%XQGHVEDQNDQGRWKHUFHQWUDOEDQNVGXULQJWKHSHULRG0XFKZRUVH
WKDQHLWKHURIWKHVHKDVEHHQWKH8.ZKHUHPDQXIDFWXULQJRXWSXW










RYHU WKH SHULRG DV QHZ VRXUFHV RI IRUHLJQ UHYHQXH KDYH UHSODFHG
PDQXIDFWXUHG H[SRUWV %ULWDLQ QR ORQJHU KDV D WUDGH VXUSOXV LQ
PDQXIDFWXUHVEHFDXVHLWQRORQJHUQHHGVRQH6XFKDFKDQJHLQWKH









UHVW RI WKH (8 SURGXFWLRQ DQG HPSOR\PHQW ZRXOG EH DURXQG 
SHUFHQWKLJKHU6XFKODUJHGLIIHUHQFHVEHWZHHQRXUH[SHULHQFHDQG
WKDWRIRWKHUFRXQWULHVFDQQRWSODXVLEO\EHH[SODLQHGE\FKDQJHVLQ












H[FHVVLYH GHUHJXODWLRQ RI KRXVLQJ ILQDQFH
￿￿ 7KHUH KDYH DOVR EHHQ
WKUHHHSLVRGHVRIVHULRXVFXUUHQF\RYHUYDOXDWLRQWKHHDUO\VWKH
(50SHULRGLQWKHHDUO\VDQGDJDLQWRGD\$OORIWKHVHKDYH
GDPDJHG WKH PDQXIDFWXULQJ VHFWRU 7KH VKDUH RI PDQXIDFWXULQJ LQ
WRWDOHPSOR\PHQWZDVERXQGWRIDOOE\DJUHDWGHDODQGWKHORVVRI
VHYHUDOPLOOLRQMREVLQWKLVVHFWRU ZDV LQHYLWDEOH %XW WKH ORVV KDV
H[FHHGHG WKH UHTXLUHPHQWV RI VWUXFWXUDO FKDQJH DQG PRGHUQLVDWLRQ




DFWLYLWLHV ZKLFK DUH GHSHQGHQW LQ VRPH ZD\ RQ WKH PDQXIDFWXULQJ
VHFWRU











 WKRXVDQG JUHDWHU WKDQ WKH DFWXDO ILJXUH RI  PLOOLRQ IRU
PDQXIDFWXULQJHPSOR\PHQWLQ7KHUHZRXOGKDYHDOVREHHQD
SRVLWLYH PXOWLSOLHU HIIHFW RQ VHUYLFH HPSOR\PHQW :LWK VXFK DQ
LPSURYHPHQWVRPHGHSUHVVHGDUHDVRIRXUFRXQWU\ZRXOGEHLQPXFK
EHWWHUVKDSHWKDQWKH\DUHWRGD\DOWKRXJKPDQ\ZRXOGVWLOOEHLQD
EDG ZD\ ,W ZDV GLVLOOXVLRQPHQW ZLWK %ULWLVK PDFURHFRQRPLF
PDQDJHPHQW ZKLFK OHG PDQ\ .H\QHVLDQV WR HPEUDFH (XURSHDQ
0RQHWDU\8QLRQLQWKHKRSHWKDWLWZRXOGNHHSWKHH[FKDQJHUDWH
GRZQ DQG SUHYHQW GDPDJLQJ LQVWDELOLW\ 3HUVRQDOO\ , DP QRW
FRQYLQFHGEXW,VHHWKHLUSRLQW











ERXQG WR VKULQN D JUHDW GHDO DQG WKH ZHLJKW RI WKLV VHFWRU LQ WKH
QDWLRQDOHFRQRP\ZDVERXQGWRIDOO
￿￿%XWPDFURHFRQRPLFSROLF\KDV
DFFHOHUDWHG WKH GHFOLQH PDGH WKH FRXQWU\ SRRUHU WKDQ LW RWKHUZLVH





HFRQRPLF DFWLYLW\ LQ %ULWDLQ DZD\ IURP WKH ODUJHU XUEDQ FHQWUHV
WRZDUGV WRZQV DQG UXUDO DUHDV /HDGLQJ WKLV SURFHVV KDV EHHQ WKH
PLJUDWLRQ RI PDQXIDFWXULQJ LQGXVWU\ 7KLV LV SDUWO\ EHFDXVH LW LV
FKHDSHU WR GHYHORS QHZ DFWLYLWLHV RQJUHHQILHOG VLWHV WKDQ WR FOHDU
DZD\WKHUHPQDQWVRIIRUPHULQGXVWULDODFWLYLW\,WLVDOVREHFDXVHWKH
ULVHRIWKHPRWRUFDUDQGPRGHUQIRUPVRIFRPPXQLFDWLRQKDVUHGXFHG
WKH DGYDQWDJHV RI DJJORPHUDWLRQ LQ FLWLHV 0RUHRYHU DV 6WHSKHQ
















DUHD 7KLV LV RQO\ DQ DSSUR[LPDWLRQ EXW LW LV DGHTXDWH IRU RXU














HYHQ WKHVH KDYH ORVW DERXW VL[W\ SHUFHQW RI WKHLU PDQXIDFWXULQJ
HPSOR\PHQWLQUHFHQWGHFDGHV
7KHVHKXJHORVVHVLQWKHPDQXIDFWXULQJVHFWRUKDYHQRWEHHQRIIVHWE\
D FRUUHVSRQGLQJ JURZWK LQ DOWHUQDWLYH HPSOR\PHQW LQ WKH DUHDV


















QHWLQFUHDVHDWDOOLQIXOOWLPHMREVIRUZRPHQ DQG RQO\ D PRGHVW
LQFUHDVH LQ SDUWWLPH MREV 7KHUH KDV EHHQ DQ LQFUHDVH LQ IXOOWLPH
PDQDJHULDODQGSURIHVVLRQDOMREVIRUZRPHQEXWWKLVJDLQKDVEHHQ
RIIVHW E\ DQ HTXDO IDOO LQ WUDGLWLRQDO IXOOWLPH MREV IRU ZRPHQ LQ
PDQXIDFWXULQJDQGHOVHZKHUH&RQWUDU\WRWKHLPSUHVVLRQJLYHQE\
WKDW ZHOONQRZQ ILOP 7KH )XOO 0RQW\ WKH HFRQRPLF SRVLWLRQ RI
ZRUNLQJFODVVZRPHQLQWKHROGLQGXVWULDODUHDVKDVQRWLQJHQHUDO














H[SDQVLRQ RI SXEOLF VHUYLFHV DQG WKH ORQJGHOD\HG UHYLYDO RI LWV
PDQXIDFWXULQJ VHFWRU LQ UHVSRQVH WR D YLJRURXV SURJUDPPH RI
JRYHUQPHQWVXSSRUW
7KHVHUHJLRQDOWUHQGVDUHKDUGO\YLVLEOHLQWKHRIILFLDOXQHPSOR\PHQW
VWDWLVWLFV ,QGHHG WKHUH KDV EHHQ D FRQYHUJHQFH LQ UHJLRQDO












&KDUW  LV EDVHG RQ UHFHQW VXEPLVVLRQ E\ $QGUHZ *O\Q DQG (VUD




DJH JURXS ZKR DUH FODVVLILHG DV LQDFWLYH LV PRUH WKDQ WZLFH WKH
QXPEHU FODVVLILHG DV XQHPSOR\HG ,Q VRPH RI WKH ROG LQGXVWULDO
UHJLRQV VXFK DV 0HUVH\VLGH 6RXWK <RUNVKLUH RU 7\QH 	 :HDU
EHWZHHQDQGSHUFHQWRIPHQLQWKLVDJHUDQJHDUHZLWKRXWD
IRUPDOMRE2IWKHVHRQO\SHUFHQWDUHRIILFLDOO\XQHPSOR\HGDQG
WKH UHPDLQGHU DUH FODVVLILHG DV LQDFWLYH ,Q WKH PRVW SURVSHURXV
UHJLRQV RI WKH FRXQWU\ WKH FRUUHVSRQGLQJ ILJXUHV DUH DURXQG 




7KH WHUP ³HFRQRPLFDOO\ LQDFWLYH´ FRYHUV D YDULHW\ RI GLIIHUHQW
FLUFXPVWDQFHV 0DQ\ RI WKH LQDFWLYH DUH SHRSOH ZKR DUH RIILFLDOO\
FODVVLILHGDVXQDEOHWRZRUNEHFDXVHRIORQJWHUPLOOQHVVDQGWKHLU
QXPEHULVPXFKKLJKHULQWKHROGLQGXVWULDODUHDVWKDQHOVHZKHUH,Q
SDUW WKLV UHIOHFWV WKH WUDGLWLRQDOO\ ORZHU VWDQGDUG RI KHDOWK LQ





DJH ORQJWHUP LOOQHVV UDWHV UDQJH IURP  SHUFHQW LQ WKH PRVW
SURVSHURXVDUHDVXSWRSHUFHQWLQWKHPRVWGHSUHVVHG7KHYHU\





IRUP RI VLFNQHVV EHQHILW (YHQ ZKHUH WKHLU LQFDSDFLW\ LV JHQXLQH
VRPHRIWKRVHFRQFHUQHGPXVWKDYHEHFRPHVLFNEHFDXVHRIWKHVWUHVV
DQGSRYHUW\RIMRELQVHFXULW\DQGXQHPSOR\PHQW





QRW DFWLYHO\ VHHNLQJ RQH ZKLOVW RWKHUV ZRXOG GHYHORS D UHQHZHG
LQWHUHVWLQZRUNLIUHDVRQDEOHMREVZHUHSOHQWLIXO
7KHSUHYDOHQFHRISUHPDWXUHUHWLUHPHQWDQGORQJWHUPLOOQHVVLQWKH






DJH JURXS  (YHQ LQ WKH VXSSRVHGO\ SURVSHURXV VRXWK RI WKH












WKH HYLGHQFH GRHV QRW VXSSRUW VXFK DQ RSWLPLVWLF LQWHUSUHWDWLRQ
-REOHVVQHVV LV QRW FRQILQHG WR ROGHU ZRUNHUV DQG DIIHFWV WKH OHVV
TXDOLILHGRIDOODJHV,QPRVWQRUWKHUQUHJLRQVDURXQGSHUFHQWRI
DOOSULPHDJHPDOHVLQWKHORZHVWHGXFDWLRQDOTXDUWLOHDUHFXUUHQWO\



























0HQ ZLWKRXW MREV DUH PRUH OLNHO\ WR IDWKHU FKLOGUHQ RXWVLGH WKH





PHQ HQFRXUDJHV ORQH PRWKHUKRRG ZKLOVW WKH DEVHQFH RI ZRUN IRU















XQGHU WKLV KHDGLQJ DV GR WKH ORFDO SURGXFHU VHUYLFHV ZKLFK WKHVH
DFWLYLWLHV UHO\ RQ 7KH H[SRUW EDVH DOVR LQFOXGHV VHUYLFHV VXFK DV




QRW LQ JHQHUDO LQFOXGH ORFDO FRQVXPHU VHUYLFHV VXFK DV UHWDLO














SD\PHQWV WR WKH QHZO\ XQHPSOR\HG ZLOO DOORZ WKHP WR FRQWLQXH
VSHQGLQJ DOEHLW DW D UHGXFHG UDWH RQ ORFDO JRRGV DQG VHUYLFHV
+RVSLWDOVDQGVFKRROVZLOOFRQWLQXHWRRSHUDWHDVQRUPDOSURYLGLQJ





















OHYHO RI SURVSHULW\ 7KLV DVVXPHV WKDW WKHUH DUH QR DJJORPHUDWLRQ
HIIHFWVDVVRFLDWHGZLWKPLJUDWLRQ,IWKHUHDUHVWURQJDJJORPHUDWLRQ
HIIHFWVWKHG\QDPLFUHJLRQVDEVRUELQJPLJUDQWVIURPHOVHZKHUHPD\









XVH WR FRYHU WKH 1RUWK RI (QJODQG SOXV 6FRWODQG *LYHQ WKH
DPELJXLWLHV LQYROYHG LQ WKH FRQFHSW DQG WKH OLPLWHG VWDWLVWLFV
DYDLODEOHWKHUHLVQRLGHDOZD\RIPHDVXULQJWKHH[SRUWEDVHEXWDVD
SUR[\ , XVH WKH WRWDO QXPEHU RI SHRSOH HPSOR\HG LQ DJULFXOWXUH
PLQLQJ PDQXIDFWXULQJ WKH DUPHG IRUFHV SOXV ZKDW , FDOO ³H[WUD´
HPSOR\PHQW LQ ILQDQFLDO DQG EXVLQHVV VHUYLFHV 7KH ODWWHU LV DQ





































FRPELQDWLRQ OHG WR D WHPSRUDU\ LQFUHDVH LQ WKH QRUWKHUQ VKDUH RI
HPSOR\PHQWLQERWKWUDGDEOHVDQGQRQWUDGDEOHV+RZHYHUVLQFHWKHQ
WKHUHODWLYHGHFOLQHRIWKH1RUWKKDVUHVXPHG







KDV IDOOHQ E\ RQO\  SHUFHQW 7KXV LQ WKH DEVHQFH RI DQ\ IXUWKHU
UHODWLYHGHFOLQHLQWKHH[SRUWEDVHRIWKH1RUWKDQRWKHUSHUFHQWRI
LWVSRSXODWLRQZRXOGKDYHWREHVLSKRQHGRIIEHIRUHWKHROGEDODQFH
EHWZHHQ SRSXODWLRQ DQG WKH ORFDO HFRQRP\ ZDV UHVWRUHG 7KLV
DPRXQWV WR  PLOOLRQ SHRSOH
￿￿ 6XFK D WUDQVIHU RI SRSXODWLRQ LV
UHTXLUHGVLPSO\WRFDWFKXSZLWKWKHVKULQNDJHRIWKHQRUWKHUQH[SRUW
EDVHZKLFKKDVDOUHDG\RFFXUUHG6LQFHWKHQRUWKHUQH[SRUWEDVHLV
VWLOO VKULQNLQJ LQ UHODWLYH WHUPV WKH XOWLPDWH VFDOH RI PLJUDWLRQ
UHTXLUHG WR UHVWRUH EDODQFH FRXOG EH PXFK JUHDWHU WKDQ WKLV ILJXUH
VXJJHVWV
0LJUDWLRQDSSURDFKLQJWKLVVFDOHLVQRWZLWKRXWSUHFHGHQW7KHUHZHUH




WKH LQGXVWULDO UHYROXWLRQ DQG PXFK RI WKH QLQHWHHQWK FHQWXU\
+RZHYHU WKH VLWXDWLRQ LV GLIIHUHQW WRGD\ ,Q WKH LQWHUZDU SHULRG
KRXVLQJLQWKHH[SDQGLQJDUHDVZDVTXLWHFKHDSDQGWKHUHZHUHSOHQW\
RI MREV IRU XQHGXFDWHG PDQXDO ZRUNHUV ,Q WKRVH GD\V \RXQJHU
SHRSOH LQ WKH GHSUHVVHG DUHDV HYHQ WKRVH ZLWKRXW PXFK IRUPDO





























7KLV OHFWXUH KDV TXHVWLRQHG WKH FRPSODFHQW YLHZ WKDW %ULWDLQ¶V
HFRQRPLFSHUIRUPDQFHKDVEHHQDVKLQLQJVXFFHVVWKDWRXUFRXQWU\LV
QRZ DQ DGYHUWLVHPHQW IRU WKH YLUWXHV RI GHUHJXODWLRQ DQG ODERXU
PDUNHWIOH[LELOLW\,WLVWUXHWKDWWKHVRXWKHUQSDUWRIRXUHFRQRP\KDV
GLVSOD\HGDQLPSUHVVLYHG\QDPLVPDQGKDVDFOHDUOHDGRYHUWKHUHVW
RI (XURSH LQ WKH SURYLVLRQ RI LQWHUQDWLRQDOO\ WUDGHG VHUYLFHV
+RZHYHUWKHLQFRPHIURPWKHVHDFWLYLWLHVKDVPDVNHGWKHGHFOLQHRI
PDQXIDFWXULQJLQGXVWU\ZKLFKKDVKLWWKHODUJHUXUEDQFHQWUHVRIWKH
1RUWK HVSHFLDOO\ KDUG *LYHQ %ULWDLQ¶V VWDJH RI HFRQRPLF
GHYHORSPHQWPDQXIDFWXULQJHPSOR\PHQWZDVERXQGWRIDOODJUHDW
GHDORYHUWKHSDVWWZHQW\\HDUVDQGWKHUHZDVERXQGWREHVHULRXV
GLVORFDWLRQ %XW WKH GHFOLQH KDV EHHQ PRUH H[WHQVLYH DQG WKH
GLVORFDWLRQ ZRUVH WKDQ ZDV QHFHVVDU\ 2XU SROLWLFLDQV WLUHOHVVO\
H[SRXQG WKH EHQHILWV RI WKH %ULWLVK PRGHO WR WKHLU FRQWLQHQWDO
FRXQWHUSDUWV <HW LQ WHUPV RI SURGXFWLYLW\ JURZWK WKH %ULWLVK













ZLOO KHOS XV WR DYRLG FXUUHQF\ LQVWDELOLW\ DQG EULQJ LQWHUHVW UDWHV
GRZQWKHUHE\DLGLQJWKHHFRQRPLFUHYLYDORIWKH1RUWK2SSRQHQWV
ZLOODUJXHWKDWZHQHHGIUHHGRPRIDFWLRQWRWDFNOHVXFKDVHYHUH








QRUWKHUQ ZRUNHUV LQWR VRXWKHUQ MREV EHWWHU HGXFDWLRQ PXVW EH
FRPELQHGZLWKDUHOD[DWLRQRIKRXVLQJDQGRWKHUUHVWULFWLRQVLQWKH





RI WKH WZR SROLFLHV PD\ EH UHTXLUHG FRPELQLQJ D UHYLYDO RI WKH
GHSUHVVHG DUHDV ZLWK HPLJUDWLRQ WR UHPRYH VRPH RI WKHLU VXUSOXV
SRSXODWLRQ7KLVLVSUREDEO\WKHPRVWUHDOLVWLFRSWLRQ7RUHO\HQWLUHO\
RQHPLJUDWLRQDVWKHVROXWLRQZRXOGLQYROYHD VFDOH RI SRSXODWLRQ
PRYHPHQWZKLFKLVWHFKQLFDOO\IHDVLEOHEXWSROLWLFDOO\XQDFFHSWDEOH
7RUHO\HQWLUHO\RQDUHYLYDOLQWKH1RUWKZRXOGUHTXLUHDQLPSODXVLEOH
WXUQDURXQG LQ LWV HFRQRPLF IRUWXQHV 7KH GDQJHU LQ WKH SUHVHQW
VLWXDWLRQ LV WKDW HPLJUDWLRQ IURP WKH 1RUWK ZLOO EH LQDGHTXDWH WR
UHPRYHWKHDUHD¶VVXUSOXVSRSXODWLRQZKLOVWWKHORFDOHFRQRP\ZLOO














SRSXODWLRQ JURZ DW WKH VDPH FRQVWDQW UDWH UHODWLYH WR WKH QDWLRQDO













PLOLWDU\ EDVH LQ D UHJLRQ WKH VHUYLFHV VXSSOLHG E\ WKLV EDVH DUH




WKH VXUSOXV ZKLOVW WKH FRQVXPSWLRQ RI RWKHU WUDGDEOHV H[FHHGV
SURGXFWLRQ DQG WKH GHILFLW LV FRYHUHG E\ LPSRUWV 7KH RXWSXW RI
WUDGDEOHVLVRIWHQFDOOHGµµH[SRUWEDVH¶¶RIDUHJLRQ





XQLIRUP VWDQGDUG RI SXEOLF VHUYLFH SURYLVLRQ DFURVV WKH YDULRXV
UHJLRQV




UHJDUGHG DV LQGLUHFWO\ WUDGDEOH 7KH SULYDWH QRQWUDGDEOHV VHFWRU
LQFOXGHV PRVW FRQVXPHU VHUYLFHV  IRU H[DPSOH WKH EXON RI UHWDLO
GLVWULEXWLRQ ORFDO WUDQVSRUW UHWDLO EDQNLQJ DQG LQVXUDQFH
KDLUGUHVVLQJ FDWHULQJ DQG WKH OLNH ,W DOVR LQFOXGHV PRVW RI WKH
FRQVWUXFWLRQLQGXVWU\DQGRIFHUWDLQPDQXIDFWXULQJLQGXVWULHVZKRVH
SURGXFWV DUH GLIILFXOW WR WUDQVSRUW HJ EULFNV 6RPH SULYDWH QRQ
WUDGDEOHVDUHGHVWLQHGIRUXVHE\ORFDOFRQVXPHUVDQGGHPDQGIRU
WKHP LV GHWHUPLQHG PDLQO\ E\ WKH DPRXQW RI GLVSRVDEOH LQFRPH
DYDLODEOHLQWKHUHJLRQ2WKHUVDUHGHVWLQHGIRUXVHE\WKHJRYHUQPHQW
VHFWRU RU H[SRUW VHFWRU DQG WKH GHPDQG IRU WKHP GHSHQGV
UHVSHFWLYHO\RQWKHOHYHORIJRYHUQPHQWVHUYLFHVDQGWKHYROXPHRI
WUDGDEOHVRXWSXW
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)RU WKH WLPH EHLQJ ZH VKDOO WDNH UHJDUG <L
[ DV JLYHQ 7KH RWKHU
FRPSRQHQWVRIUHJLRQDORXWSXWDUHGHWHUPLQHGDVIROORZV
)LQDO GHPDQG IRU UHJLRQDO RXWSXW LV HTXDO WR L <  2I WKLV WRWDO DQ









ODWHU FRQVLGHU LWV ORQJWHUP DGMXVWPHQW LQ UHVSRQVH WR HFRQRPLF
IRUFHV
)URPWKHDERYHHTXDWLRQVLWIROORZVWKDW







SUHVHW UXOHV ZKLFK JRYHUQ WKH WD[HV OHYLHG RQ UHJLRQV DQG WKHLU
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6XSSRVH WKDW QHW OHQGLQJ QHW SURSHUW\ LQFRPH DQG QHW SULYDWH
WUDQVIHUVEHWZHHQDUHJLRQDQGWKHRXWVLGHZRUOGDUHDOO]HUR8QGHU
WKHVHFRQGLWLRQVLWIROORZVIURPHTXDWLRQWKHWUDGHEDODQFHRIWKH
UHJLRQ LV H[DFWO\ HTXDO WR LWV ILVFDO EDODQFH ZLWK WKH FHQWUDO
JRYHUQPHQWDQGRWKHURIILFLDOERGLHV
￿￿7KXV




RXWSXW DQG WKH WZR VLGHV DUH HTXDOLVHG ZKHQ RXWSXW WDNHV WKH
IROORZLQJYDOXH
RULQSHUFDSLWDWHUPV
   L L ) 7  
   L L L 3 % [ < $ <   
WUDQVIHUV RIILFLDO RI RXWIORZ QHW
WUDQVIHUV SULYDWH RI ORZ LQI QHW
LQFRPH SURSHUW\ RI ORZ LQI QHW









WZR YDULDEOHV WKH RXWSXW RI WUDGDEOHV <L
[ DQG SRSXODWLRQ 3L
0RUHRYHU*'3SHUFDSLWDLVGHWHUPLQHGE\WKHUDWLRRIWKHVHWZR
YDULDEOHV @  > L 3 [
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[3L 5HJLRQV ZLWK D UHODWLYHO\ ODUJH WUDGDEOHV VHFWRU KDYH D
UHODWLYHO\ KLJK UDWH RI WRWDO HPSOR\PHQW )LVFDO WUDQVIHUV DQG
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SHUIRUPDQFH RI WKH H[SRUW EDVH YLD ZDJH RU UDWLRQLQJ HIIHFWV
&RQYHUVHO\DVXUSOXVRIODERXUPD\HQKDQFHWKLVSHUIRUPDQFH)RU
H[DPSOHZDJHVPD\EHGHSUHVVHGVRWKDWUHJLRQDOSURGXFHUVEHFRPH


































































































)URPWKLVHTXDWLRQLWLVFOHDUWKDW L = LVWKHHTXLOLEULXPYDOXHWRZDUGV
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,IWL QL  LQDOOUHJLRQVWKHQDOOZLOOXOWLPDWHO\KDYHWKHVDPHUDWLR
RIHPSOR\PHQWWRSRSXODWLRQDQGWKHVDPHSHUFDSLWDH[SRUWEDVH
















































WKH 1RUWK (DVW WKH 1RUWK :HVW <RUNVKLUH DQG +XPEHUVLGH
7KHUHLVDQDUJXPHQWIRUDOVRFODVVLI\LQJ:DOHVDVSDUWRIWKH

















,QQHU /RQGRQ :HVW 0LGODQGV %LUPLQJKDP *UHDWHU
0DQFKHVWHU 0DQFKHVWHU :HVW <RUNVKLUH /HHGV &O\GHVLGH
*ODVJRZ6RXWK<RUNVKLUH6KHIILHOG0HUVH\VLGH/LYHUSRRO
DQG7\QHVLGH1HZFDVWOH7KH)UHHVWDQGLQJFLWLHVDUH%ULVWRO
(GLQEXUJK 6WRNHRQ7UHQW /HLFHVWHU :LJDQ &RYHQWU\























WUDGDEOH 7KLV DFFRUGV ZLWK WKH ILQGLQJV RI $Q\DGLNH'DQHV
ZKRVKRZVWKDW:DOHVSURGXFHVIHZEXVLQHVVVHUYLFHV
WKDWDUHGLUHFWO\WUDGHGDFURVVWKHUHJLRQDOERXQGDU\2WKHUZD\V
RI HVWLPDWLQJ HPSOR\PHQW LQ WUDGDEOH VHUYLFHV ZHUH DOVR
FRQVLGHUHGEXWWKHILQDOUHVXOWVZHUHVLPLODUWRWKRVHUHSRUWHGLQ
WKLVSDSHU
 6HH 0F&RUPLFN  &DPHURQ DQG 0XHOOEDXHU 
2VZDOG










/DERXU PDGH D QHW JDLQ RI  LQKDELWDQWV WKH 1RUWK
(DVW1RUWK:HVW6FRWODQGDQG:DOHVORVWDQGWKH
0LGODQGVVKRZHGQRFKDQJH¶TXRWDWLRQIURPµ%ULWDLQ¶V7RZQ









 7KH UHJLRQDO LPSOLFDWLRQV RI (XURSHDQ 0RQHWDU\ 8QLRQ DUH
GLVFXVVHG LQ %D\RXPL DQG 7KRPDV  DQG %D\RXPL DQG
3UDVDG
 1RWHWKDWWKHILVFDOEDODQFHH[FOXGHVUHYHQXHIURPWKHH[SRUWRI
WUDGDEOH VHUYLFHV WR WKH FHQWUDO JRYHUQPHQW 6XFK UHYHQXH LV
LQFOXGHGLQWKHWUDGHEDODQFH
 1RWHWKDWWKHH[DFWPDJQLWXGHVRIERWK)L DQG7L GHSHQGRQKRZ






 &DPHURQ DQG 0XHOOEDXHU  ILQG WKDW UHJLRQDO
XQHPSOR\PHQWGHSUHVVHVWKHHDUQLQJVRIPDOHPDQXDOZRUNHUV
LQWKH8.EXWQRWWKRVHRIRWKHUZRUNHUV7KLVZRXOGVXJJHVW
WKDW IHHGEDFN IURP XQHPSOR\PHQW WR MRE FUHDWLRQ YLD WKH
UHJLRQDO ZDJH QH[XV PD\ EH ZHDN +RZHYHU WKH DGYHQW RI













































































































































8. RXWSXW DQG SURGXFWLYLW\ VHULHV DUH EDVHG

























































































































































































































































































WUDGDEOHV  DJULFXOWXUH ￿ PLQLQJ ￿LQFO￿ RLO ￿ JDV￿ ￿ PDQXIDFWXULQJ






$Q\DGLNH'DQHV 0  ³6L]H 0DWWHUV $FFRXQWLQJ IRU WKH
&RPSRVLWLRQ RI %XVLQHVV 6HUYLFHV´ PLPHR 1RUWKHUQ ,UHODQG
(FRQRPLF5HVHDUFK&HQWUH
%DGGHOH\00DUWLQ5DQG7\OHU3³(XURSHDQ5HJLRQDO




0RQHWDU\ 8QLRQ´ 'LVFXVVLRQ 3DSHU QR  &HQWUH IRU
(FRQRPLF3ROLF\5HVHDUFK/RQGRQ
%D\RXPL 7 DQG ( 3UDVDG  ³&XUUHQF\ 8QLRQV (FRQRPLF
)OXFWXDWLRQV DQG $GMXVWPHQW 6RPH (PSLULFDO (YLGHQFH´
'LVFXVVLRQ 3DSHU QR  &HQWUH IRU (FRQRPLF 3ROLF\
5HVHDUFK/RQGRQ
%HJJ , 0RRUH % DQG - 5KRGHV  ³(FRQRPLF DQG 6RFLDO
&KDQJHLQ5XUDO%ULWDLQ´LQ9+DXVQHUHG&ULWLFDO,VVXHVLQ
8UEDQ (FRQRPLF 'HYHORSPHQW 9ROXPH , 2[IRUG 2[IRUG
8QLYHUVLW\3UHVV
%HJJ ,  ³7KH 6HUYLFH 6HFWRU LQ 5HJLRQDO 'HYHORSPHQW´
5HJLRQDO6WXGLHV9RO
%HQWLYRJOL & DQG 3 3DJDQR  ³5HJLRQDO 'LVSDULWLHV DQG
/DERXU0RELOLW\WKH(XURYHUVXVWKH86$´/DERXU9RO

















)RWKHUJLOO 6 DQG * *XGJLQ  8QHTXDO *URZWK /RQGRQ
+HLQHPDQQ
)RWKHUJLOO 6 .LWVRQ 0 DQG 6 0RQN  8UEDQ ,QGXVWULDO
&KDQJH 7KH &DXVHV RI WKH 8UEDQ5XUDO &RQWUDVW LQ
0DQXIDFWXULQJ(PSOR\PHQW/RQGRQ'R(+062
*O\Q $ DQG ( (UGHP  7KH 8. -REV *DS  /DFN RI
4XDOLILFDWLRQV DQG WKH 5HJLRQDO 'LPHQVLRQ 0HPRUDQGXP







:RUNV RI 0LFKDO .DOHFNL 9RO  2[IRUG &ODUHQGRQ 3UHVV

.DOHFNL 0  ³7KUHH :D\V WR )XOO (PSOR\PHQW´ LQ 2[IRUG
8QLYHUVLW\ RI 6WDWLVWLFV  UHSULQWHG LQ -HU]\ 2VLDW\QVNL
7KH &ROOHFWHG :RUNV RI 0LFKDO .DOHFNL 9RO  2[IRUG
&ODUHQGRQ3UHVV




0DQGHOEDXP .  ³$Q ([SHULPHQW LQ )XOO (PSOR\PHQW
&RQWUROV LQ WKH *HUPDQ (FRQRP\´ LQ 2[IRUG 8QLYHUVLW\
,QVWLWXWHRI6WDWLVWLFV
0DXUR 3UDVDG DQG 6SLOLPEHUJR  3HUVSHFWLYHV RQ 5HJLRQDO
8QHPSOR\PHQW LQ (XURSH ,QWHUQDWLRQDO 0RQHWDU\ )XQG
:DVKLQJWRQ'&





2VZDOG $  ³+LJK 8QHPSOR\PHQW DQG +LJK +RPH




5RZWKRUQ 5 (  ³&DSLWDO )RUPDWLRQ DQG 8QHPSOR\PHQW´
2[IRUG5HYLHZRI(FRQRPLF3ROLF\9RO
5RZWKRUQ 5 (  ³8QHPSOR\PHQW :DJH %DUJDLQLQJ DQG
&DSLWDO/DERXU6XEVWLWXWLRQ´&DPEULGJH-RXUQDORI(FRQRPLFV
9RO
5RZWKRUQ 5 ( DQG - 5 :HOOV  'HLQGXVWULDOLVDWLRQ DQG
)RUHLJQ7UDGH&DPEULGJH&DPEULGJH8QLYHUVLW\3UHVV





6WRQHPDQ 3 DQG 1 )UDQFLV  ³'RXEOH 'HIODWLRQ DQG WKH
0HDVXUHPHQWRI2XWSXWDQG3URGXFWLYLW\LQ8.0DQXIDFWXULQJ





7XURN , DQG 1 (GJH  7KH -REV *DS LQ %ULWDLQ¶V &LWLHV
(PSOR\PHQW /RVV DQG /DERXU 0DUNHW &RQVHTXHQFHV 7KH
-RVHSK5RZQWUHH)RXQGDWLRQ%ULVWRO7KH3ROLF\3UHVV
:RUVZLFN * ' 1  ³7KH 6WDELOLW\ DQG )OH[LELOLW\ RI )XOO
(PSOR\PHQW´LQ2[IRUG8QLYHUVLW\,QVWLWXWHRI6WDWLVWLFV